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‘Western Massachusetts Electric Company Information Request AG-01
Docket No. DTE 02-20 Dated: 7/25/2002

Q- AG1-030

Page 1 of 2
Witness: John P. Stack; Jeffrey R. Cahoon

Request from: Attorney General

Question: :

Referring to the WMECO Compliance Filing, Page 11, please provide supporting documentation and
workpapers for the adjustment to the "Accelerated FAS 109 Earning a Return for Ratepayer” as of 7/99.

Response:

Attached is the calculation of the Accelerated and Decelerated FAS 109 Earning A Return. Adjustments
to these balances are the result of the application of net pre-tax proceeds from the divestiture of

_ generation plant which results in the turning of a proportional amount of deferred tax obligations of any
remaining generation plant. As a result of the turnaround of the deferred tax liability the amount of FAS
109 regulatory asset collected from customers is less than the amount of the FAS 109 deferred tax liability
due to the government. Therefore the Company has calculated a carrying charge for the difference in the
amount of taxes to be paid to the government (regulatory liability) versus paid by the ratepayer (regulatory
asset). This calculation was impacted as of 7/99 by the Department's Decision in D.T.E. 00-33, Page
28-30, increasing fossil/hydro net proceeds by the amount of the T-9 Tariff cost.

Refer to response to information request D.T.E. 02-20, IR AG-01, Q-AG1-35 for additional information and
explanations related to Accelerated and Decelerated FAS 109.
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Western Massachusetts Electric.Company Information Request AG-01
Docket No. DTE 02-20 Dated: 07/25/2002
Q- AG1-031
Pagelof1
Witness: John P. Stack; Jeffrey R. Cahoon

Request from: Attorney General

Question:

Referring to the WMECO Compliance Filing, Page 11, please provide supporting documentation and
workpapers for the "Decelerated FAS 109 Earning a Return for Company" as of 3/14/00 and 4/01/01.

Response:

Refer to the Company's response in D.T.E. 02-20, IR AG-01, Q-AG1-30.
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Western Massachusetts Electric Company Information Request AG-01
Docket No. DTE 02-20 Dated: 07/25/2002

Q- AG1-035

Page 1 of 2
Witness: John P. Stack; Jeffrey R. Cahoon

Request from: Attorney General

Question: i

Referring to the WMECO Compliance Filing, Page 11B, please explain why there is no adjustment in

Column A for the increase in the "Decelerated FAS 109 Earning a Retum for Company" as of 3/14/00 and
~ 4/01/01 in Column I(2) on Page 11.

Response:

The "Accelerated FAS 109 Eaming a Return For Ratepayers" reflected in column 1(1) on page 11 and on
page 11A is at a revenue requirement level. This data flows to page 11B and then to page 12 for the
ccarrying cost calculation. On page 11B, the accelerated FAS 109 from page 11 is reduced by
approximately 40% because the accelerated recovery of the FAS 109 asset triggers the "turn around" of
the FAS 109 gross-up piece portion of the FAS 109 liability. In other words, the difference between the
FAS 109 asset and FAS 109 liability is 60% of the full revenue requirement amounts shown on page 11A.

Reducing the accelerated FAS 109 by 40% on page 11B ensures an appropriate balance for carrying cost
purposes as calculated on page 12.

Unlike the "Accelerated FAS 109 Eaming a Return For Ratepayers" reflected in column I(1) on page 11

and on page 11A, the "Decelerated FAS 109 Earning a Retum For Company" reflected in column I(2) on

page 11 represents the accumulated deferred income taxes that "turned around" as a result of the sales of

the fossil/hydro and nuclear units. The gross-up piece of FAS 109 is not impacted by this turn-around,

therefore the decelerated FAS 109 is not reflected on page 11A and does not need to be reduced by 40%
~on page 11B before calculating the carrying costs on page 12.

"Attached is a further éxp!anation of the Accelerated and Decelerated FAS 109 Earning A Return provided
in D.T.E. 00-33, IR AG-01, Q-AG1-030.



WMECO Docket No. D.T.E. 05-10
Information Request AG-01
Dated: 05/05/2005

Q-AG01-14, Page 7 of 7

WMECO Docket No. DTE 02-20

Information Request AG-01
Dated -07/25/2002

- . Q-AG1-035-Page 20f2
FILED ON: 11/09/2000 a

- Western Massachusetts Electric Company Information Request AG-01
Docket No. DTE 00-33 " Dated: 04/11/2000
Q- AG1-030
Pagelofl
Witness: Robert A. Baumann; John P, Stack

Request from: Attorney General

Question:

Referring to Exhibit RAB-4, Page 11, please explain what the "Decelerated FAS 109 Earning a Retum for
Company" represents. '

Response:

WMECO adopted Statement of Financial Accounting Standards "Accounting for Income Taxes" (FAS 109)
in 1993. This statement required the Company to record deferred taxes for all book versus tax
differences. This resulted in an increase in deferred tax obligations and a corresponding increase in
regulatory assets (i.e., the FAS 109 regulatory assef). As part of an approved WMECO rate case
settlement, the Company was allowed to collect from customers the FAS 109 regulatory asset faster
("accelerated") than it paid the IRS its comresponding FAS 109 tax liability. As a resuit of the Northfield
divestiture, the FAS 109 deferred tax liability related to the divested plant reversed (turned) causing the
‘FAS 109 deferred tax liability to be less than the FAS 109 regulatory asset. A ratebase addition occurs as
a result of the immediate reversal, or turning of all the deferred tax liability related to'the generation asset
sold. Therefore, the "Decelerated FAS 109 Eaming a Retum for Company” on page 11 of Exhibit RAB-4
reflects the impact of a higher FAS 109 regulatory asset versus the FAS 109 deferred tax liability.

Because the sale of the Northfield System was to an affiliate company the actual tax liability to the IRS
. was not due at the time of the sale, therefore WMECO has reflected a deferred tax credit for this
transaction (RAB-4, Page 12 of 13).
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DISPATCHES

Information Technelogy
Stakeholders Forum

The second meeting of the
ISO-NE Information Technology
Stakeholders Forum will take
place on September 9, 2004,
1SO-NE staff will present
technical information related
to upcoming projects and secu-
rity initiatives at the meeting.
To read more details about
the meeting and to register,
didk here: MeetingCentralorg

Winter 2004 Forward
Reserve Market Auction
Assumptions for the Winter
2004 Forward Reserve Market
Auction have been posted to
the 1ISO-NE web site:

What's New / Standard
Market Design / Forward
Reserve Market Information.
The auction quoting period
opens at 00:00 (midnight) on
Wednesday, August 18, and
closes at 12:00 (noon) on
Tuesday, August 24, 2004.

SMD Pnodes

The mapping of the RTEP
subareas to SMD Pnodes has
been posted to the ISO-NE
web site: NEPOOL / NE-
POOL & ISO Committees
Transmission Expansion Advi-
sory Committee.

The Pnode information was
pulled from the ISO-NE's lat-
est Pnode table dated
2004-06-22, located here:
What's New / Standard
Market Design / Settlement
Meodel Information.

The new document includes:
the type of Pnode with
"UMN." as an identifier for
generators and "“LD."” for a
load identifier; the Pnode
Name; the Pnode's SMD ID
number and SMD Zone; and,
finally, the RTEP Area ID
number and the RTEP Area

name.

#G AVE THE DATE***
RTEPO4

September 9, 2004
Boston Seaport Hotel
Additional details and
registration to follow

- Northeast Massachusetts area.
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Schedule 2
SPECIAL NOTICE
Warrants Repeating

Market Participants subject to NEPOOL
Schedule 2 (VAR) cost allocations have
noticed and been subject to an increase in
cost for this service. Changes in distribution
company equipment _and operating proce-
dures in Northeast Massachusetts require
that ISO New England (ISO-NE) increase dis-
patch of certain units for high voltage control
(VAR) support of Northern New England and

ISO-NE is
working to identify the additional system en-
hancements needed, in conjunction with
planned system changes, to reduce the need
to dispatch the system for voltage control.

The Regional Transmission Expansion Plan
for 2004 (RTEPO04) identifies the need for a
comprehensive Boston-area voltage control
study to address this issue. The study is pres-
ently scheduled for completion in March 2005.
In addition, the Section 18.4 review of the pro-
posed NSTAR 345 kV Transmission Reliability
Project effecting voltage control, is scheduled
to be completed in the July - August 2004 time
frame. It is expected that a number of voltage
control devices associated with this project will
be incorporated into the comprehensive review
to be completed in March and can be supple-
mented later during construction if needed.

Have you ever wanted to be automatically
notified of the status of a New England-related
pleading filed at FERC? Now, you can be
automatically e-mailed any new pleadings in
a particular docket by registering as'a FERC
Online User at the FERC web site: hitp:/
www.ferc.qov/. Once registered, you need

only indicate which dockets you want to follow,
and when the status of the docket changes,
you'll automatically be notified. No more hav-
ing to do a daily search on the FERC site or
call ISO-NE for information on a change in one
of our filed dockets. For full details, please visit
the FERC web site: http:/fwww.ferc.gov/docs-

filing/esubscription.asp.

It is Seasonal Claimed Capability (SCC)

Time Again

The demonstration period during which
generating assets must demonstrate the
SCC of the generating Unit for the Audit of
2004 Summer Capability runs until Septem-
ber 15, 2004. A Participant Initiated Demon-
stration (PID) of each Unit's capability must
be conducted in accordance with the Criteria,
Rules and Standards No 4, "Rating and Au-
diting Generating Capability," by the Septem-
ber 15 deadline. CRS4 can be found in At-
tachment D of M-20, Installed Capacity
(Revision 5), 12-05-03, located on the ISO-NE

web site: What's New / Standard Market Design /
Market Rule 1 and NEPOOL Manuals / NEPOOL
Manuals / M-20 Installed Capacity.

PIDs are not required for daily cycle hydro or
wind stationsfunits that have monthly ratings on
flow/pondage or wind conditions data, or for units
that have claimed Special Qualifying Facility status.
PID data should be submitted to opacca@iso-ne.
com no later than September 17, 2004, or within
two days of the completion of the demonstra-

tion.

Phil Smith
Operations
36 years

Dan Stosick
Planning
34 years

70 Years of Combined Service

The people behind New England’s power






